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1- Information Monopolies and the WTO 

Each improvement in technology and transformation of capital creates new ways of extracting 
wealth from us, enriching further those who control the technology and our economy while 
impoverishing us, destroying local livelihoods, ravaging our natural resources, and poisoning our 
environment. 

2- WTO Tidbits 

Doha texts are fine-tuned in Geneva, discussions continue on services and agriculture. Proposals 
are made on technical assistance, anti-dumping measures and subsidies, the environment (is 
Lamy trying to sell the EU down the river?), emergency safeguard measures under the GATS, 
market access. Columbia makes various proposals concerning phone companies, tourism and 
environmental services. 

3- Stock Returns for Dummies 

Any proposal to include stock market investment as part of Social Security must include 
projections for long-term stock market returns. Without such projections, it is simply not possible 
to compare these proposals, and their potential benefits, to the present system. Yet surprisingly, 
none of the proposals put forth have included the necessary projections for long-term stock 
market returns. 

4- Around Belgium Prime Minister Open Letter 

As mobilizations have started: a week of mobilizations from Dec 8 to Dec 15 is organized by a 
coalition of movements, unions and organizations, we are publishing two of the answers made to 
Guy Verhostadt open letter to “anti globalization movement” 

5- Meeting ATTAC worldwide 


Information Monopolies and the WTO sector may be called an information economy. 
Earlier, such an economy had been variously 
by Roberto Verzola called a "post-industrial" economy or "service" 
economy. Some people today use the term 
Information goods, sectors and economies "knowledge" economy. The best example of such 


an economy is the U.S. economy. 
The sector of an economy the involves the 


production of information goods may be called the Information goods are different from material 
information sector. goods as follows: the true cost of producing an 
information good is concentrated on the research 
Information goods, being non-material goods, are and development (R&D) stage -- in creating that 
quite different from agricultural or industrial first copy of the final good. Once the first copy is 
goods, which are material goods. When the bulk of created, it can then be stored and reproduced 
the cost of a material good is in its information electronically at very little cost. If digital format is 
content, it partakes of the character of an used, then perfect copies of the original can be 
information good. made very cheaply over unlimited generations of 
copies. 


An economy whose information sector has become 
more dominant than its agriculture or industrial Low reproduction cost 
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The low cost of reproduction of information lies 
creates the basic contradiction within’ the 
information sector. 


On the one hand, it makes it very easy to share 
information products freely. On the other hand, it 
makes the potential profits from selling the 
product very high. 


We share information all the time. The lower the 
cost of reproducing information, the lower the 
barrier in sharing it. Once information is released, 
it tends to have a life of its own and gets shared 
among users until all who want it have gotten it. 
This reflects the social nature of information. 


But because the free sharing of information goods 
makes it difficult to set high prices for them, 
commercial information producers tend to do 
everything in their power to prohibit the free 
exchange of information. If they manage to do so, 
they can create an artifical scarcity, which enables 
them to keep prices - and profit margins - high. 


This is the whole concept behind intellectual 
property rights (IPR) such as copyrights and 
patents. IPRs prohibit the public from freely 
sharing information and give the _ information 
producer the exclusive right to use, make copies 
or sell the product. IPRs are, in effect, information 
monopolies. Today, they are the principal form of 
information ownership. The information economies 
of today are monopolistic information economies. 
Information monopolies make high profit margins 
possible. 


We know that investments tend to go where the 
profit margins are highest. The high margins in 
the information sector encourage the shift of 
investments from the industrial and agricultural 
sectors to the information sector. The 
transformation of the U.S. economy from an 
industrial to an information economy is the simply 
the result of this natural movement of 
investments to areas which promise the highest 
returns. 


Cyberlords: the rent-seeking class of the 
information sector 


The propertied class of the information sector may 
be roughly classified into two: those control the 
programs, the data, or the content (the software); 
and those who control the infrastructure, the 
servers, the facilities or the equipment for 
distributing, using, or consuming the information 
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goods (the hardware). Both of them are usually 
rentiers, earning their income in the form of rents 
extracted from users. The rents include patent and 
copyright royalties, license fees, subscription fees, 
entrance fees, usage charges, technology charges 
and so on. 


These rentiers of the information sector are the 
landlords of cyberspace. They may therefore be 
called cyberlords. 


Cyberlords who control the software may be called 
information cyberlords. These include the owners 
of software companies, database companies, 
music, video and film companies, publishers, 
genetic engineering firms, pharmaceutical and 
seed firms, and similar companies who earn most 
of their income from |PR rents. 


Cyberlords who control the hardware may be 
called industrial cyberlords. These include the 
owners of communications lines and equipment, 
radio and TV stations and networks, Internet 
service providers, theater distributors and owners, 
cable TV providers and operators, integrated 
circuit manufacturers, and other firms. With these 
facilities converging towards a_ single global 
information infrastructure for data, voice 
communications, media, entertainment, financial 
transactions, payments, etc., the industrial 
cyberlords are consolidating, merging and creating 
huge new monopolies that control large chunks of 
these facilities. 


We can also include in the cyberlord class those 
highly-paid professionals who earn their living 
under the employ or in the service of cyberlords. 
The best examples are the top-level managers as 
well as the lawyers who serve cyberlords and who 
derive their income mostly from the payments of 
the cyberlords they work for. Lawyers, in 
particular, are absolutely necessary for copyrights 
and patents holders because these’ IPR 
instruments are basically legal artifices which can 
only be implemented through government 
intervention. 


Cyberlords provide a social base for globalization. 
Because the social nature of information keeps 
asserting itself, information products tend to 
spread themselves globally as soon as they are 
released, regardless of the will and intentions of 
the producers. Cyberlords, therefore, have no 
choice but to globalize their operations 
themselves, to follow where their information 
products go. Thus, they push the globalization 
process incessantly to ensure that every country, 
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every nook and corner of the globe, is within the 
reach of their mechanisms for rent extraction. 


WTO: a legal superstructure for cyberlords 


To strengthen this global reach, cyberlords need a 
global legal superstructure for imposing their 
information monopolies and extracting rents. This 
global legal superstructure is turning out to be the 
World Trade Organization (WTO). Under the 
WTO's persistent pressure, various international 
agreements have been concluded that protect and 
advance the interests of cyberlords. The most 
important agreement, without which cyberlords 
would not be able to realize their high profit 
margins, is the TRIPS agreement under GATT, 
which bound all WTO members to very high 
standards of IPR protection. 


Since more than 90% of all IPRs in the world are 
owned by rich countries, this highly protectionist 
agreement is clearly in the interest of rich 
countries like U.S. and Europe. 


The TRIPS agreement was followed by other WTO 
agreements essential to the growth and expansion 
of the information sector, and which have been or 
are in the process of being concluded. These 
include: the e-commerce agreement, the 
information technology agreement, and_ the 
agreement on __ telecommunications. These 
agreements ensure’ low-duty' or _ tax-free 
transactions, an increasingly deregulated playing 
field, the lifting of restrictions to the entry of 
foreign firms, and other policies beneficial to 
cyberlords, particularly those who operate 
globally. These also include — agricultural 
agreements, in so far as they ensure markets for 
the genetically-engineered agricultural products 
(which may be seen as information products of 
the genetic variety) of information economies. 


Retaining the colonial trade pattern 


With the emergence of powerful information 
economies led by the U.S., there are now three 
major categories of economies in the world: the 
information economies, the industrial economies 
and the agricultural economies. 


Let us do a quick comparison of their typical 
products (agricultural crops like sugar; industrial 
manufactures like refrigerators; software 
programs or movies on CD). To produce $300 
worth of sugar, one needs to plant lots of sugar 
cane, grow them for months, harvest them and 
then process some 2,000 pounds of sugar. A $300 
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refrigerator would need a lot of metal, plastic, 
glass and other materials, as well as sufficient 
energy to process and mould them into a working 
appliance. A $300 software on a CD can be copied 
within minutes for one dollar or so. Yet, in a WTO- 
ruled world, these products are supposedly of 
equal value. Clearly, the greatest returns will be 
enjoyed by the information economy and the 
lowest by the agricultural economy, with the 
industrial economy lying somewhere in between. 


In the past, industrial economies enjoyed a 
favorable pattern of trade with agricultural 
economies. This colonial trade patttern kept 
erstwhile colonies under the former's economic 
control, although the latter had gained formal 
political independence. Similarly, we can expect 
information economies to enjoy a favorable trade 
pattern with industrial and agricultural economies. 
The high profit margins of information products 
will allow information economies to continue to 
extract large amounts of resources’ from 
developing agricultural and industrial economies. 
Agricultural economies which are trying very hard 
to industrialize in the hope of extricating 
themselves from the colonial trade pattern with 
their industrial trade partners will not necessarily 
succeed in doing so. By the time they reach 
industrial status, the U.S. and Europe will have 
become full-blown information economies, thereby 
remaining in a very good position to continue such 
a colonial trade pattern. 


Historically, therefore, the emergence of the 
global information economy can be seen as the 
third wave of a continuing globalization process. 
The first wave involved direct conquest through 
colonialism. The second consists of the post- 
colonial expansion of industrial economies 
producing material goods. The third is the 
emergence of the global information economy. 


First to third waves: a comparison 
Let us compare the three waves: 


The first wave was after slaves, precious metals 
and lands for raising export crops; the second 
wave was after new investment acquisitions, 
sources of raw materials and labor, and industrial 
markets. The third wave is after sources of mental 
labor, sources of information raw materials, and 
markets for information products. 


The third wave requires freer movement of 
information across national boundaries, further 
eroding the power of the State. While the State 
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itself operated corporate monopolies during the 
first wave, and continued to be dominant over 
corporations during the second wave, it is much 
less powerful under the third wave. Global 
corporations are now assuming the dominant role 
in the State-corporate partnership, in close 
collaboration with supra-national institutions like 
the IMF, the World Bank, and the WTO. 


As in the first two waves, a mask hides the real 
intention to extract wealth from the rest of the 
world, using such phrases as "information at your 
finger tips", "world without borders", "global 
village", instant access to the world's libraries", 
and "free flow of information". 


The global information economy imposes its own 
global rule to facilitate wealth transfer. Supra- 
national institutions curtail national sovereignty. 
The role of the nation-state shrinks, many of its 
functions taken over by private corporations, 
which strengthen their political voice and clout 
further. Corporate control of information, 
communications, and media _ infrastructures 
expands through privatization and deregulation. 


New forms of wealth extraction emerge or old 
forms acquire new importance. Monopoly rents 
become the main form of wealth extraction. 
Royalties from intellectual property rights (IPRs) 
and other income from information rents assume 
major significance. Because of the huge disparity 
in profit margins, trade between _ information 
economies and other economies become even 
more unequal. 


We face new technologies of exploitation. First 
wave technologies were for the immediate plunder 
of our natural resources and human communities. 
Second wave technologies were based on material 
exploitation and intensive energy utilization. Third 
wave technologies are invariably information- 
based, centered on _ extracting the highest 
monopoly rents from one's control of information 
infrastructure or information content. The best 
example is the Internet. Advanced information 
and communications technologies make possible 
the convergence of media, entertainment, data, 
and communications. Genetic engineering and 
biotechnologies have likewise become fertile areas 
for information monopolies, like the patenting of 
life forms. 


High initial costs filter out the poor 


Will new information and communications 
technologies (ICTs) democratize benefits and 
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make it possible for poor countries to catch up 
with the developed economies? Not likely. In fact, 
new ICTs are bound to exacerbate the existing 
gap between rich and poor countries, and between 
rich and poor sectors in every country. 


Consider the nature of an information product, 
whether software, hardware, or a data connection: 
the initial costs (the development costs, the 
equipment cost, the leased line cost, etc.) are 
high, but the operating or recurring costs are low. 
Because the initial costs are high, few firms or 
individuals can afford them. These high initial 
costs serve as barrier, filtering out those who have 
little or no capital. But the rich who can afford the 
high initial costs then enjoy low operating costs 
(the cost of reproducing software, running 
equipment, maintaining a leased line, etc.). This 
makes them much more competitive vis-a-vis 
those who have been excluded from the new ICTs 
because of the high initial costs. The more 
competitive rich will get richer, the less 
competitive poor will get poorer. 


Low-friction capitalism and the wealth gap 


Software and information content can move 
around the world much more quickly than 
refrigerators or bags of sugar. The non-material 
products of the information sector can move more 
easily, much faster, and with less overhead costs. 
The same _ infrastructure for quickly moving 
information products can also serve for payments. 
The cost of transactions will go down dramatically. 
This makes possible what may be called low- 
friction capitalism. Low friction means less 
resistance to movement; information goods and 
money can move faster. The higher velocity of 
goods and money speeds up the various capitalist 
processes of acquisition, accumulation, 
competition, concentration, and the emergence of 
monopolies. Thus, the evolution from a multiplicity 
of small producers towards a few giant monopolies 
occurs much faster. The rich will get richer, and 
the poor will get poorer faster too. 


Social change advocates who work in the 
agricultural and industrial sectors must grasp how 
the information sector and the emerging global 
information economy are qualitatively different 
from the material sectors of the economy. Only an 
appreciation of these new features can lead to an 
effective strategy against the _ increasingly 
powerful cyberlord class. 


A strategy against cyberlords 
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Such a strategy may be summed up as follows: 
oppose privatization and fight for public domain 
information content, tools, facilities and 
infrastructure. 


We should yield no ground in the cyberlords' 
efforts to increasingly privatize information, 
culture, knowledge and other non-material goods 
-- including what are currently public domain 
material -- through IPRs. This is the key struggle 
in the information sector. Information cyberlords 
will rise or fall depending on how this struggle 
turns out. In the software field, this is best done 
through the expansion of various forms of 
compulsory licensing of commercial information 
products and the protection of the people's 
freedom to use, share, and modify information 
tools and content. A strong lobby must be 
mounted against the patenting of life forms. We 
should propose non-monopolistic rewards for 
intellectual activity and the social sharing of non- 
material goods. 


We should) advocate various forms _ of 
community/public control or ownership over 
backbone information facilities and infrastructures, 
to minimize private rent-seeking through 
corporate control over such commonly used 
information facilities. 


Such a strategy runs squarely against WTO 
principles, which are highly protectionist over IPRs 
and which favor corporate control over information 
facilities. As the legal infrastructure which 
cyberlords rely on for maintaining their high profit 
margins, the WTO will remain major arena of 
struggle in the information sector. The setback 
WTO suffered as a result of the Seattle protests 
has opened some windows of opportunity to 
question the various’ pro-cyberlord WTO 
agreements, particularly TRIPS. Developing 
countries must try to get these agreements 
postponed, reviewed, and modified, to weaken 
pro-cyberlord provisions and strengthen those 
provisions that increase public access and control 
over information content and facilities. 


While the cyberlord class has become increasingly 
powerful, the source of its power is also the key to 
its weakness. This is the extremely low cost of 
reproducing information, which is the basis of the 
social nature of these goods. It is impossible to 
stop people from sharing information, regardless 
of the will of information producers and 
cyberlords. The more people freely share 
information, the weaker information monopolies 
will become. 
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Our future: neo-slaves or free citizens? 


The colonization of our countries that began in the 
16th century hasn't really stopped. It just changed 
forms, coming in waves of globalization that 
intrude into our communities, impose their 
unwanted rule, and squeeze wealth out of our 
people and environment. Each improvement in 
technology and transformation of capital creates 
new ways of extracting wealth from us, enriching 
further those who control the technology and our 
economy while impoverishing us, destroying local 
livelihoods, ravaging our natural resources, and 
poisoning our environment. 


The resolution of this conflict cannot occur 
separately from other ongoing struggles in the 
agricultural and industrial arenas. Only a 
combination of demands involving the three major 
sectors can draw the support of the majority of 
the people in these sectors and bring about a new 
political structure that is in closer harmony with 
the social nature of information. 


How we confront this extension of colonialism will 
determine whether our children and grandchildren 
will live as neo-slaves under a system as cruel and 
heartless as the colonial system of old, or as free 
citizens living in communities where knowledge 
and culture are again freely-shared social assets, 
where industrial machinery is appropriately 
designed to serve and not to enslave human 
labor, and where ecology is the organizing 
principle in agriculture. 


Roberto Verzola is former coordinator of Interdoc, 
a loose international network of non-government 
organizations (NGOs) which is tracking the impact 
of the emerging global information economy on 
developing countries and on social movements. He 
is currently the secretary-general of the Philippine 
Greens, a political formation dedicated towards 
building self-sufficient communities guided by the 
principles of ecology, social justice and self- 
determination. He makes a living operating an 
electronic mail service for NGOs, and is an 
electrical engineer by training. 
rverzola@phil.gn.apc.org 





WTO Tidbits 


by the Attac work group on International Treaties, 
Marseilles 


1) Preparations for coming negotiations are under 
way in Geneva 
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Members of trade missions in Geneva and their 
Ministries are continuing the study of texts 
adopted at Doha, and employing the transitional 
period until end January 2002 to fine-tune their 
negotiating positions and_ start informal 
exploratory discussions. 


On January 31st 2002, the WTO as a whole will 
meet for the first session of the Trade Negotiation 
Committee (TNC), at which negotiations will 
effectively begin on all the sectors specified in the 
Declaration, amongst them the implementation of 
the agreements, industrial tariffs, subsidies, anti- 
dumping measures, regional trade agreements, 
the environment and dispute settlement. 


In the meantime, discussions will continue on 
services and on agriculture, which have been on 
the agenda since early 2000. A General Council 
meeting on December 19th will address problems 
of technical assistance, using as a basis the 
Budget Committee meeting of end November. At 
this meeting, M. Moore suggested two possible 
avenues for finance : there could be a 2.8 million 
Swiss francs grant from the general budget for the 
WTO Training Institute; or a possible 15 million 
Swiss francs in 2002 for what he named the 
Global Development Fund, to be financed by 
bilateral voluntary contributions. A control 
mechanism would also be set up. Some members 
expressed reserves about this Fund, considering 
that the availability of funds could only be 
adequately ensured if they were to come from the 
general budget, bilateral contributions usually 
being granted only for a limited period and often 
in a piecemeal fashion, depending on what they 
are to be used for. With funds from the general 
budget, it is all the members who contribute 
according to their share in international trade. M. 
Moore also called a meeting of representatives of 
the IMF, the World Bank, UNCTAD, and the 
International Trade Centre to discuss cooperation 
between the different agencies concerning 
technical assistance and the creation of 
capabilities for developing countries. 


2) Anti-dumping measures and subsidies on the 
negotiating table : 


Some developing countries seek to have forums to 
deal specifically with their problems in 
implementing the agreements. This idea meets 
with opposition from the EU, which affirms, 
however, that there can be no a-priori ban on it. 
Informal meetings have already addressed 
subsidies and anti-dumping measures, and ad hoc 
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committees are holding meetings in the first 
fortnight of December. The US declared that 
proposals were likely to be presented in the 
coming six months. 


As concerns the Environment, P. Lamy has 
assured R. Zoellick that the EU would not 
instrumentalize the negotiations laid on in Doha as 
"a vehicle to justify illegitimate trade obstacles" in 
connexion with biotechnology and the 
implementation of trade aspects of present and 
future multilateral agreements on food safety. 
The EU will not use these negotiations to modify 
the balance of rights and obligations concerning 
the precautionary principle. The Doha _ text 
commits countries to negotiating the relationship 
between the WTO rules and the trade obligations 
contained in the Multilateral Agreements on the 
Environment (MAEs). It is generally known that 
the US claims that MAEs - such as the Protocol on 
Biosafety according to the Convention’ on 
Biological Diversity - could be used as a trading 
obstacle for the products of biotechnology (GMOs 
in particular). P.Lamy's letter could be interpreted 
as his attempt to break the EU demands - which 
emanate from health and consumer officials - for 
the environment negotiations to be used to extend 
the use of the precautionary principle, which 
exists in many of the MAEs. 


3) Emergency Safeguard Measures at the Services 
Council 


The question of setting up an emergency 
safeguard measure (ESM under the GATS (Art. X) 
appears to be both the most urgent subject and 
the trickiest one to work out. The deadline for 
adoption of an ESM is set at March 15th, but it 
seems unlikely to be met. 

This subject is considered by many developing 
countries as a pre-condition for opening their 
markets, while the US, the EU, Japan and Mexico 
remain firmly opposed to an ESM, considering that 
the GATS is pliable enough to be able to adapt to 
all situations. For its part, India fears that the 
ESMs might work against the developing 
countries, especally when the service providers 
are persons (mode 4). 


4) New proposals on market access : 

These will be presented at sessions to be held 
before the Services Council from December 3rd to 
7th 2001. 


For the moment the main thing is to clarify certain 
organisational points concerning the negotiations. 
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The proposals concern all sectors, both those dealt 
with horizontally (mode 4 movements of 
persons) and the application of Art. IV (increased 
participation of developing countries in trade in 
services). The negotiations themselves ("demand 
versus supply") should start in June 2002. 


Among the proposals which are to be presented at 
the December session are those from Columbia, 
on phone companies, distribution, tourism and 
environmental services. 


On phone companies, after stressing the 
importance of this sector as a means of reducing 
the technological divide between developed and 
developing countries, Columbia considers that 
many of these last countries will only continue to 
open their markets - especially in mode 3 (trade 
presence) - if concessions are granted them in 
other sectors which present an interest for them. 


On environmental services, Columbia stresses that 
liberalizing this sector, essentially by the means of 
the trade presence of foreign firms, could be 
advantageous to the developing countries in terms 
of transfer of technologies and environmental 
improvement in their countries. It points out, 
however, that the classification of these services is 
not a suitable starting point for negotiations 
because of the absence of new services in the 
sector. 


For Columbia, developing countries should be 
granted market access for the movement of 
persons providing environmental services on an 
international basis. 


On tourism, the proposal demands the elimination 
of economic necessity tests concerning market 
access for tourist services, and stresses the 
importance of adequate visa legislation. It recalls 
the problems developing countries face from the 
anti-competitive practices of well-established tour 
operators. 


omc. marseille@attac. org 





Stock Returns for Dummies 
By Dean Baker 


Any proposal to include stock market investment 
as part of Social Security must include projections 
for long-term stock market returns. Without such 
projections, it is simply not possible to compare 
these proposals, and their potential benefits, to 


page 7(7) 


the present system. Yet surprisingly, none of the 
proposals put forth have included the necessary 
projections for long-term stock market returns. 
This is especially unusual when one considers that 
the Social Security trustees publish projections 
each year for real wage growth, inflation, life 
expectancy, unemployment, and all the other 
economic and demographic variables that affect 
the finances of the present program, over the 
entire 75-year planning period. 


Projecting long-term stock returns is a relatively 
simple task, if the rate of growth of profits can be 
taken as given -- as is the case with the 
projections that already appear in the Social 
Security trustees' report. Stock returns have only 
two parts, dividends and capital gains.[1] By 
definition, the return on stock must be equal to 
the sum of these two components. This means 
that we just have to project returns for each of 
these two components in order to project stock 
returns. 


Dividends 


The projection for dividend returns is quite simple. 
Currently the ratio of an average share of stock to 
its peak after-tax earnings is about 25 to 1.[2] In 
other words, earnings are approximately 4 percent 
of the price of a typical share. At the peak of the 
market, the price to earnings ratio was over 30 to 
1, which means that earnings were just over 3 
percent of the typical share price. Companies 
generally pay out between 50 to 60 percent of 
their profits as dividends or share buybacks. 
Therefore the dividend yield is currently between 
2.0 and 2.4 percent (50 to 60 percent of the 
earnings, which are 4 percent of share price). It is 
not possible for companies to pay dividends that 
are significantly larger than 60 percent of 
earnings, because they would then have 
insufficient money left to finance new investment. 
This means that we can set the annual dividend 
yield in a range between 2.0 and 2.4 percent. 


Capital Gains 


Projecting returns on capital gains is almost as 
simple. The trustees’ report implicitly includes a 
projection of profit growth, because it gives a 
projection of GDP growth, and explicitly assumes 
that the wage and capital shares stay constant. 
This implies that profits grow at the same rate as 
GDP.[3] Given this growth rate of profits, it is 
easy to project a growth rate for capital gains. 


There are three logical possibilities: 
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1) stock prices can grow more rapidly than profits, 
which means that the price to earnings ratio 
always grows; 


2) stock prices grow at the same rate as profits, 
which means that the price to earnings ratio stays 
constant; and 


3) stock prices grow less rapidly than profits, 
which means the price to earnings ratio falls. 


It is easy to reject the first possibility, since it is 
implies a stock bubble. To see this point, imagine 
that the price to earnings ratio continued to grow, 
so that after a long time it was 100 to 1. At that 
point, the dividend yield would have dropped to 
just 0.5-0.6 percent (50 to 60 percent of 1 
percent). This means that virtually the whole 
return from holding stock was coming from the 
expectation that its price would continue to rise. 
To maintain a fixed rate of return (e.g. 6 percent) 
the price to earnings ratio would have to rise ever 
more rapidly. This would push the price to 
earnings ratio to 200 to 1, 300 to 1, and higher. 
At some point, the market would have to collapse 
since stock prices would rest on nothing but the 
expected increase in stock prices. 


The second case assumes that the current ratio of 
stock prices is corporate earnings is approximately 
right for long-run balance. In this case, the 
average capital gain is exactly equal to rate of 
growth of real GDP. The Social Security trustees 
project that growth will average 1.5 percent over 
the next 75 years.[4] If stock prices rise at the 
same rate, then capital gains will average 1.5 
percent a year. Adding this to the dividend yield of 
2.0 to 2.4 percent gives a total stock return of 3.5 
to 3.9 percent annually. 


The third case effectively assumes that stocks are 
currently over-valued, and that the price to 
earnings ratio will have to decline in order to 
reach a long-run equilibrium. This is a plausible 
story, since the price to earnings ratio has 
averaged less than 15 to lin the past. To model 
this scenario, it is necessary to decide which price 
to earnings ratio should be viewed as the long-run 
equilibrium one, and then select a path by which 
the market gets there. For example, if the 
assumption is that the long-run equilibrium ratio is 
15 to 1, then it can be assumed that the stock 
market gets there immediately by falling 40 
percent from its current level over the next week. 
Alternatively, it can be assumed that the market 
will get to this equilibrium level over some longer 
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period of 10 to 20 years. These assumptions 
would have very different implications for money 
invested in the stock market in the near future. 


Once the market has fallen to a lower level, it will 
be possible for it generate higher returns. For 
example, if it falls back to its historic price to 
earnings ratio of just under 15 to 1, its earnings 
will be equal to roughly 7 percent of the share 
price. At that point, the annual dividend yield will 
be between 3.5 and 4.2 percent (50 to 60 percent 
of 7 percent). Therefore, if there is a sharp decline 
in the market, it will be possible for stock returns 
to again fall within their historic range. 


Since the time path to a lower price to earnings 
ratio makes a very large difference for investors in 
the near term future, it is essential that the 
expected path of the markets decline be written 
out explicitly. That would allow experts to both 
evaluate the plausibility of the assumption and 
also assess the impact on workers who invest in 
the market, as it is declining to its equilibrium 
level. 


While there are different plausible paths for the 
stock market, none of the proponents of investing 
Social Security money in the stock market have 
yet to write down their assumptions on this issue. 
Therefore, there is no way for experts to assess 
the credibility of their proposals. 


[1] Firms often pay out money to shareholders in 
the form of share buybacks. For purposes of the 
present calculations, such buybacks can be 
treated in the same way as dividend payments. 
See Baker, D. 1999, "Letter to Martin Feldstein," 
May 15, 1999, 
www.cepr.net/Social_Security/letter_to_feldstein2 
.htm and Diamond, P. 1999. "What Stock Market 
Returns to Expect for the Future?" Boston College 
Retirement Research Center, Boston, MA: 
http: //www.bc.edu/bc_org/avp/csom/executive/cr 
r/ib2.htm 

[2] This peak refers to profits in 2000, the peak 
year of the business cycle not their current 
recession level. 

[3] Profits of U.S. corporations could grow 
somewhat faster than domestic GDP, due to 
returns on foreign investment. However, under 
plausible assumptions about the size and rate of 
return on foreign investment, these profits will not 
significantly alter growth projections over the 
Social Security system's 75-year planning horizon. 
See Baker, D. 1999, "Letter to Martin Feldstein," 
May 15, 1999, 
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www.cepr.net/Social_ Security/letter_to_feldstein2 





.htm 

[4] This growth rate is measured against the CPI, 
which is the relevant price index, since Social 
Security benefits are tied to the CPI. The trustees 
expect that the CPI will grow on average 0.2 
percentage points more rapidly than the GDP 
deflator (Social Security Trustees Report, 2001, 
Table V.B1). 


Around Belgium Prime Minister Open 
Letter 


As mobilizations have started: a week of 
mobilizations from Dec 8 to Dec 15 is organized 
by a coalition of movements, unions and 
organizations, we are publishing two of the 
answers made to Guy Verhostadt open letter to 
“anti globalization movement” You'll find the 
original letter at: www.eu2001.be 





About the week of mobilizations, please visit: 
http: //wb.attac. be/article. php?sid=37 
or www. anothereurope.org 








A- By Susan George 
Dear Mr. Prime Minister, 


Thank you for having taken the trouble to address 
a detailed open letter to "the anti-globalisation 
protesters". You are, to my knowledge, the only 
government official to have done so and your 
current position as President of the European 
Union makes your initiative doubly important. We 
are grateful for your willingness to engage in 
dialogue. My response reflects my own views, not 
those of ATTAC-France, other national ATTAC 
movements or the Transnational Institute. | 
believe however that they broadly reflect the 
consensus of the citizens movement. | will divide 
this response into three parts: an overview of our 
common ground; a review of certain common 
misunderstandings concerning the movement and 
its campaigns; our disagreements and areas 
where we will need much more discussion if we 
are to come to an understanding, assuming that 
one is wanted or envisaged. 


1. Common Ground 


You are correct that most politics have become 
"sterile and technocratic", not to say timid and 
self-centred, causing many people, especially 
young people, to despair of the very notion of 
politics. We agree that globalisation will not 
necessarily benefit the vast majority of the third 
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world poor and it is indeed "shameful that more 
than 1.2 billion people still do not have access to 
medical care or a decent education". We agree 
further that Europe should stop barring textile and 
garment exports from the South but we should 
also seek ways to improve the deplorable working 
conditions of those who produce them. We should 
bar agricultural export subsidies everywhere, 
including our own, because they contribute to 
ruining third world farmers. 


We too would favour what you call "ethical 
globalisation" and recognise the need for powerful 
institutions to enforce it. Your regard for 
democracy and human rights also strikes a 
responsive chord. Your concern for all of the 
earth's inhabitants is laudable, even though you 
say it is "only natural" that you should be even 
more concerned with the interests of transnational 
oil or large European farmers. We still have 
enough common ground to make a good basis for 
discussion. 


2. Misconceptions, Misunderstandings 


Your letter reflects certain common 
misunderstandings concerning the _ citizens 
movement, which is not surprising as most of the 
media have done everything possible to promote 
them. Among these are: 


WE ARE NOT "ANTI-GLOBALISATION": This term 
is itself an invention of the media and a complete 
misnomer for the citizens movement which is pro- 
solidarity, pro-democracy, pro-sustainable 
development and thoroughly internationalist. We 
work with partners all over the world and all year 
long; we shall meet them again soon at the huge 
Porto Alegre [Brazil] forum to continue our pursuit 
of common strategies. 


While it would, as you say, be useless and foolish 
to oppose a more integrated world, we are 
nonetheless deeply opposed to the present form of 
globalisation and there is nothing "sudden" about 
our convictions. We see globalisation as it now 
exists driven almost exclusively by the interests of 
transnational corporations, financial market 
operators and an elite minority, organised in 
powerful lobbies and served by undemocratic 
international institutions like the World Bank, the 
IMF, the World Trade Organisation and the 
European Commission. Their interests are 
promoted to the detriment of the vast majority of 
the planet's inhabitants and of nature. 
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These interests and institutions are united around 
the "Washington Consensus", or neo-liberal 
agenda. They claim a smaller role for government 
and a larger one for the market, privatisation of 
public services and deregulation. They place 
"shareholder value" above all other values and 
demand freedom for investment, capital and 
goods and services [but not for people] to cross 
borders unhindered. 


Abundant empirical proof exists attesting to these 
aims. | attach two of my own recent publications 
dealing with some of them in detail. 


ONE SHOULD NOT CONFLATE THE CITIZENS 
MOVEMENT WITH RIGHT-WING EXTREMISTS, 
FANATICS AND RACISTS: Citizens movement 
activists are shocked by attempts to place them in 
the same category as "extreme right-wingers" or 
"religious fanatics". Such rhetoric stems from a 
misunderstanding of our goals and is particularly 
dangerous in the wake of September 11th. We 
hope that in future needless provocation can be 
avoided in the interests of genuine dialogue. 


VIOLENCE: You ask, too, if we share the views 
and values of the Black Bloc. We do not, but nor 
can we disregard the escalating violence of the 
State. Governments are now attacking European 
citizens with gas, horses, dogs and even live 
ammunition, causing one death and grievous 
injury to dozens if not hundreds, few of whom 
were violent. In Genoa, some people were even 
beaten in their sleeping bags when the police 
raided the school; others were tortured in prison. 
We have unimpeachable testimony attesting to 
inexcusable actions and we are deeply disturbed 
that none of the G-7 governments saw fit to 
protest the police violence ordered by Mr. 
Berlusconi. We also have proof that the masked 
["Black"] participants in the demonstration were 
at least partially infiltrated by the police and by 
European Nazis who came to Genoa for their own 
purposes. Accredited journalists witnessed the 
destruction of property which went on for several 
hours while the police looked on without 
intervening. Your condemnation of "meaningless 
violence" would be more credible if it were more 
even-handed. 


PRESERVING DIVERSITY: Your other, rather 
extreme example, "slow food", has nothing to do 
with fancy restaurants but with preserving 
agricultural and cultural diversity and _ the 
existence of small farmers worldwide. José Bové 
and his colleagues of the French Confédération 
Paysanne dismantled a McDonalds to protest the 
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decision of the WTO authorising US sanctions 
against European products because of our refusal 
to import hormone-treated beef. Their livelihood is 
based on Roquefort, now taxed at 100% by the 
US, and their action also quite properly 
highlighted the issue of "mal-bouffe", or 
standardised food. When governments [or the EU] 
are unwilling or unable to protect their own 
citizens from decisions like that of the WTO, 
citizens must take up the challenge themselves. 


OUR MESSAGE: When you ask "What is your 
actual message?" we reply that corporate-led, 
market-driven globalisation cannot do anything 
other than what it has in fact done: enrich the 
already rich, deepen inequalities both within and 
between countries and foment crisis from Mexico 
to Asia to Russia, putting the livelihoods of 
millions in jeopardy. 


Freedom for "Portfolio Equity Investment" to cross 
borders wreaks havoc. So does debt, on which 
many of us have campaigned for over a decade. 
Creditors are protected whereas debtors are not. 
Structural adjustment policies devised by the 
Bretton Woods Institutions have engendered 
misery for countless people in the South. UNICEF 
estimated more than a decade ago that debt was 
killing an additional half-million children annually. 
It still is. The G-7 falsely trumpets "debt 
cancellation"--yet the least developed countries 
continue to pay and for their people, nothing has 
changed. 


We also campaign against money laundering and 
tax havens. George Bush himself now recognises 
that they facilitate terrorism, as well as trafficking 
in drugs, arms and prostitution. All the major 
Western banks use tax havens for their own legal, 
semi-legal or illegal activities without provoking 
the anger of the G-7, quite the contrary. 


Our message is also a call for a worldwide 
Keynesian programme _ of ___ taxation and 
redistribution, in order to promote sustainable 
development, repair the environment and reduce 
the obscene wealth gap between North and South. 
International taxes, like the Tobin Tax or taxes on 
transnational corporations could also contribute to 
such a goal. | shall elaborate on this point in my 
contribution to the seminar. 

3. Genuine Disagreements 


No one can be against "ethical" or in favour of 
"unethical" globalisation. Surely we all prefer good 
to evil. Moral standards are important but 
insufficient and ethical appeals to corporations, 
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financial market operators and Northern’ or 
Southern elites to give up part of their profits and 
power in favour of the poor and to act in a socially 
and ecologically responsible way are meaningless 
without the means to enforce them. We need 
laws--and ultimately they will have to be binding, 
international laws. 


Many people in the movement do, as you say, 
want to "relocalise" the economy and apply the 
principle of "subsidiarity" so that decisions are 
taken as close as possible to those who will be 
affected by them. Few would claim, however, that 
local-scale actions can provide more than partial 
solutions. We need to deal with globalisation as it 
is, which means we must democratise the 
international space. 


Much of your argument hinges on the supposed 
benefits of "free trade" and the need to liberalise 
even further. You propose a "triangle" to support 
"ethical globalisation" in which "free trade" 
occupies a place as important as "knowledge" and 
"democracy". The citizens movement rejects such 
a concept. We believe that the present rules of the 
WTO are perverse, first of all for the South, but 
they also threaten public services in the North and 
the gains of social movements everywhere. Small 
farmers will disappear, sick people will not be 
cared for, the environment will suffer, culture will 
become homogenised in order to maximise 
corporate profits. 


There is absolutely no empirical proof that "free 
trade" benefits everyone. Certain World Bank 
studies even show the opposite. In any case, over 
two-thirds of world trade is controlled by 
transnational corporations so they are likely to be 
the first beneficiaries. Other free trade 
agreements you mention, like NAFTA, bear this 
out: NAFTA even provides a mechanism for 
companies to sue governments directly with 
proven ill-effect on the environment and public 
health. 


For all these reasons [and others left unstated 
here] we are firmly opposed to the launch of a 
new, expanded Round and to granting any further 
powers to the WTO which has far too many 
already. What is needed, rather, is a moratorium 
and a thorough review of the present rules and 
the impact they have already had and can be 
expected to have in future. 


Susan George 
Vice-President, ATTAC-France; Associate Director, 
Transnational Institute 
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B - Adam Ma’anit 
Dear Prime Minister Verhofstadt, 


Thank you for your invitation to the meeting on 
‘threats and opportunities posed by globalisation’. 
Herewith we send you a brief reply which we hope 
to be able to elaborate on at the meeting. While 
we disagree with much of your analysis of 
globalisation, we welcome your conclusion that a 
move towards a "global ethical approach" is 
needed. The core problem with the model of 
globalisation aggressively pursued by the 
European Union of the last decades is by and large 
centred around corporate’ interests. Not 
surprisingly, these policies have boosted the 
global market shares of EU-based corporations, 
but a very high price has been paid by the world's 
poorest, as well as workers and the environment. 


This is why any serious effort to address the 
global social and environmental crisis indeed must 
start “in our own European backyard." It is 
absolutely essential that the EU kick its disastrous 
habit of shaping international trade policies around 
the interests of large EU-based corporations. The 
European Commission has had a _ particularly 
problematic role in this respect, aligning itself with 
corporate lobbying structures to pursue, in the 
words of Commissioner Lamy, an "offensive trade 
agenda." In addition to the influence granted to 
powerful lobby groups such as the European 
Roundtable of Industrialists (ERT), the EC has 
initiated and nurtured more _ institutionalised 
channels of corporate power, such as_ the 
European Services Forum (ESF), the Investment 
Network and the Transatlantic Business Dialogue 
(TABD). 


A precondition for any serious move towards more 
democratic and ethical policy-making, should 
include a move to strip corporate-state alliances 
such as the Transatlantic Business Dialogue 
(TABD) of their privileged powers. Through the 
TABD, EU and US-based corporations develop 
policy demands which the European Commission 
and the US government then make every effort to 
implement. A key aspect of the TABD's work is the 
attempt to shape EU-US consensus for the 
proposed new round of WTO negotiations. It is 
due to the incessant EU-US practice of designing 
trade policies and negotiating strategies around 
corporate’ priorities that large Northern 
corporations gain excessive influence over WTO 
negotiations. 
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On the bilateral level, the TABD _ produces 
deregulation hit-lists that include numerous 
democratically established environmental, health 
or safety regulations on both sides of the Atlantic. 
It is the deep commitment and active involvement 
of the US government and the European 
Commission in the TABD process that sets it apart 
from traditional lobby groups. The TABD is a little 
known, but disturbing example of the EU's 
democratic deficit. Civil society groups cannot 
even have access to basic documents which can 
help EU citizens determine the various factors 
influencing democratic decision-making in the EU. 
The European Ombudsman, Jacob Sdderman, is 
currently investigating a complaint by our 
organisation into secrecy on the part of the 
European Commission for repeatedly refusing to 
grant us access to key documents from the EC to 
the TABD. 


In the beginning of October, 20 European 
organisations and some MEPs raised these issues 
in an open letter to Trade Commissioner Lamy in 
which he was asked to reconsider the EC's 
participation in the planned annual conference of 


Meeting ATTAC worldwide. 
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the TABD. In his reply, Lamy chose to hide behind 
the existence of other Transatlantic dialogues 
(labour and consumer), despite the fact that these 
have not been granted any role of importance in 
shaping EU-US trade and regulatory policies. 
Rolling back excessive corporate political power is 
an absolute pre-condition for moving from 
corporate-led globalisation to "ethical globalism." 
As the current president of the European Union, 
you have a marvellous opportunity to kick-start 
this long overdue democratisation process. You 
can concretely start with proposing that the 
European Commission de-link itself from the TABD 
and instructing your own staff to refuse the TABD 
the privileged political access that it has been 
granted in previous years, for instance in relation 
to the EU-US summits. We are looking forward to 
hear which concrete steps you will take in the 
coming weeks and months. 


Yours sincerely, 


Adam Ma’vanit 
On behalf of Corporate Europe Observatory (CEO) 


If you are interested in one of these rendezvous please click on http://attac.org/rdv/ Then select 
the country in which it will take place to find further information. 





Wednesday 12: BELGIQUE BELGIE : BRUXELLES / ESPANA: MADRID - SEVILLA / FRANCE: PARIS 11 - 
NANTES - TOULOUSE - AIX EN PROVENCE - RENNES - POITIERS / SVERIGE : GOTEBORG - VARBERG 


Thursday 13: AUSTRIA : GRAZ / BELGIQUE BELGIE : BRUXELLES / DANMARK : VETSTERBRO / ESPANA : 
MADRID - SEVILLA / FRANCE: LA FERTE SOUS JOUARRE - NIMES - SAINT PIERRE D’OLERON - IEP 
BORDEAUX - LILLE - LAVAL - ANNECY - CHARTRES / NORGE : BOLER OSTENSJ O 

Friday 14 : BELGIQUE BELGIE : BRUXELLES 

Saturday 15 : FRANCE: PARIS 11 - PARIS CENTRE - ANGERS / ITALIA: URAGO MELLA - VIAREGGIO 
Sunday 16 : ESPANA: MADRID / FRANCE: PARIS 11 


Monday 17 : AUSTRIA : HOLLABRUNN / DANMARK : VESTERBRO / FRANCE: LE THOR - CHATEAUBRIANT - 
LA ROCHELLE - THONON - CHALON SUR SAONE 


Tuesday 18 : DANMARK : ARHUS UNIVERSITET - LYNGBYGARD / ESPANA: MADRID / FRANCE: PARIS 11 - 
METZ - ST NAZAIRE - MACON - IEP BORDEAUX - J USSIEU - PARIS 14 / SUISSE SCHWEIZ: LAUSANNE / 
SVERIGE : UPPSALA - OREBRO 


